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Critical Opinion of the*^ Report on the Problems ofj Materia3s and on the Plcii 50X1 -HUM 

of ^tion 


The existing shortages and problems in the supplying of materials are discussed 
in the report in a weak and unclear fashion and the corresponding facts rre 
not pointed up. The report for the most part treats the old, well-knoxm 
problems in a very general way^ The explanation leans too heavily on the 
superficial and with few exceptions exhibits a clearjy optimistic point of 
view. There is ,also, the tendency to prove that a substantial improvement 
in the material sector of the econoi^y has taken place. Through the recent 
reorganization of the nationa^ economic organization^ there have been some 
improvG^ients in the administrative set-up; however, in no way is there 
an improvenient in the material supply situation. Tliis situation has been 
definitely misunderstood. The new organizational, form must first be put 
into practice in order to bring about a substantial improvement in the 
balance sheet methods^ in an increase in the stor.?ge and transit capacities 
of the productive equipment wholesalers, in a formation of true equitable 
assortments and in sufficient reserves, and in the creation of good advance 
orders in the processing firms and , above all, to lessen and remove the 
present problams, Regarding these^a list has been shoootXH?! made and the 
proposals have been put forth^ however. no practical way has been shown as to 
how these goals can bo achieved, 

Stexixxiuuuuoxj^^ The main reason for the deficiencies in the repoiii lies 
in the fact thet it is being prepared almost e:>cclusively by the officials of the 
Division of balancing and Distribution of the Means of '^^roduction in the 
National Planning Oommission under the strong influence of Selbmann; the 


sales and consumer aspects are hard; 




in - even though the real 


experts are found in these sectors, here is where the negative aspects 
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appear directl;^^. So the report is prepared in such a way that on one 


hand an over-negative report is avoided and on the other hand an 


improvement in the material sector of the econon^y is shown as a result of 


the recent reorganir'iation. The politically weaic situation of Selbmann^ 


plays an important role in this connection# 


Furthermore, it is striking that in the rgp o a^ ^ a critique of the inadequate 
work of both the Ministry ftlr Aussen und Innerdeutschen Handel and the 
Production Ministries (recently the Production Division) ond sections 


of the National Planning Commission is lacking in the report# This would 


have been absolutely necessary for an effective factual report# It is 


particularly obvious in the present weak position of Selbmann vis a vis 
Rau and the officials on the production side# This is demonstrated by 
the ifgg'JLi fact that the Toreign ^ade tlirough ^au takes an exceptionally 
unrepresentable position at the cost of the consumeri the production 
sides follow heavily for their OT^jr\ interests against the material 


interests for a good plan fulfillment! 


whereby great 


problems arise in the continuous and above all ±h the proper assortment 
supply of the economy on the requirement (demand) side)/# 


Observations on the IntroductioA (Pages 


It is certainly correct that through the reorganization xx±ixkx]af organizational 

1 — ^ - 

deficiencies (in no way all) are being eliminated and others could be 


removed by correct 


utilization of the nei^r structure# 


Hoirever, this aspect to the problem is xx3Iemxhhe not the decisive one as the 
chief deficiencies and problems in the material supply lie on the material 
side# The basic problems which fundamentally must bring about the decisive 


improvement have not been shown Her^^^Jew structiire 


and the new arrangrmient 
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of the material sector of the economor are being looked upon as gospel. In reality 

the situation is completely different, consequently only modest beginnings 

can be achieved through these methods, ^t is seen very clearly that the report 

does not go to the bottam of these problems and that no real critique is 

being made, since the leaders have too great a 

fear to answer for such gross w±k mistakes and shortages , which the economic 

leaders have made public ally. It is also of importance that partly it is 

actually many times not known as to which concrete way must be tried -gmr to 
[ 

improve the situation* 

Important Clues to some of the Fundamental Problems which are only fainted at 

V 

or are completely lacking in the report? 

,, / 

1# The balance sheet methodar , which in the ’^oirmiunistic^lanned economy of 


decisive importance, being administered very poorly; in practice 
operate^ particularly detrimentally?- for the guaranteeing otf the planned 
supply in the economy. 

The most important deficiencies and shortages are the following: 

a) Lack of a clearly comprehensive system which can be^ worked out 
^cording to the mJgi uMformi^ in practice 

b) Structural deficiencies despite the reorganization 

cj Inaccurate demands (requirement) data because of lacking advance orders 
on account of the unclear order situation by the consumer for the time 
periods referring to these 

d) Lack of market analyses according to assortment, this means in 
Metallurgy for example according to quality and 

e) Shortage of qualified specialists SECRET, 

f) Select Employment plans and worker shortages 
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c) Shortage of office and accounting machines, perforated card system. 


punching processing etc. 


h) Inadequate office accomodations for the management 


Remarks to Points a-d 


The lack of a good system is the most important point. All the employee^' 
who deal with these material^ have ^^eir own methods, more or less, which 


each one has developed himself^ On the basis of this, the resulting -various 





[ualitijfeB of the support makes it almost impossible for good coordination. 


and accordingly also the earnings of a job well-done in the individual 
branche^ The constantly resulting disjjiig^ortions usually result from this. 


in the opinion of numerous specialists ^the reorganisation 


50X1 -HUM 


of the national and economic organisation of the Zone is still in no way 
the correct structure for this special area. On the basis of several types 
of opposing duties of the production side vis a vis the Division Selbmann 
with the connected wholesale offices, it is not expedient that the ba;;ic 
balancing work of the national plan positions for the next plan year, and 
that the perspective be allowed to be carried out directly and practicrlly, 

p 

also responsibly by the roduction Divisions of the National Planning Commission. 
But the new structure specifies this. The production side is placing already 
a great importance on the yield side and makes sure that the tasks concerning 
assortment are not too difficult to fulfill. Therefore, of course, the 
interests of the consumer ( the require^ient side) are being considered too 
little or not at all. The following examination and confirmation of the 
Div. Selbmann is by necessity for a more formal process, since the extensive 


balancing support as a consequence of the continuous time factor cannot be 
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closely scrutinized* Beyond that as we know from experience mistakes and 
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shortages aro eventually found best there, where the real earnings are made and the 

50X1 -HUM 


relting experiences are presenti 


the balancing groups should 


be in Selbmann^s Division and to the extent that the overall balnces be 
restricted substantially still more according to the national plan positions 
as well as the entire remaining balances up to the individual assortments 
be transferred to the supply office* In this way In the National Planning Commission 
and jdnex even the right place- Division ^elbmann- only just the balances according 
to size for the percentages of the significant material groups would need 
to follow^ for example- with metallurgical products for sheet metal pipes, 
bar steel etc* One can even go still much further and strive for compilations 
lilce rolling steel. For these balances the ^vision Selbmann could obtain 
from the demand (requirement) side, production side, and the sales office 
the necessary information if a correct system could be set up for this* The 
remaining fine balances must then be implemented in the sales offices, vho 


alone are in a position to do this* 
demand, not supply) 


note: in other words let’s plan 


50X1 -HUM 


Furthermore, it is incorrect as it is now set up that by the individu«l product 
groups the WB and directing firms are to be set up for balancing vjork, since 
here again the product interests are being partially put into the foreground 
and then a later coordination and examination through the appropriate wholesale 
office in the interests of the consumer are made increasingly difficult, if no 
is seen to be impossible* 

For the rest at present the balances set up by the National Planning Commission 
according to the Plan positions and the groups are expressed in only a very limited 

S£Cli£I, 

way, since nothing is said about the possible assortment^ for example the 
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the qualifications and measuranents in the metallurgical industiy. The 
resulting disadvantages evidence themselves clearly in the problans which 
then arise in the yearly plan itself and in the guaranteeing of the complete 
supplying of the quota released by the National Planning Commission on 
e basis o.. these total balances^ this means material supply authorizations 
for the consume. These quotas contain only the normal tons in the quantity 
specifications, for which a fixed assortment is binding. On the basis of its 
real order position the requirement contracts ordered later for an assortment 
deviating from the normal ton, its quota can not be delivered in full, if it tefa 
concerns qualifications and specifications which require employing much more labor 
, as the necessary capacities for these are lacking. Help is found in these 


cases, which crop up much too frequently, in the respective wholes.^Le officej the 
method used is to renew delivery shares on the basis of the effective quarterly 
balancej this means practically a double quota. For this reason the method of 
the quota used up until now is being examined in the Plan of action. The new 
delivery shares for the most part are now under the quotas originally given 

and they do not agree with the Plan-tasks of the donsumer firms, and of course^ 
this results in a material gap for the firms. 


main task of the balancing is the duty of the supplying offices, which at the 
present time still have to work out the delicate assortment balances from the very 
ii-q^arfect basis of the national balances of the ^^ational Planning Coimnission. 

Thus far for the next Siraro yearly plair it is anticipated as absolutely 
necessary in order to locate the disproportions from beforehand 

and to set up methodfior their removal ( for example- higher imports in certain 
quality and specification groups or even^al^e| investments ) iJphave these 
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detailed 'balances 'which have hardly been made because the necessary 
information 

aw gpCT t' and personnel are lacking# Moreover the old structure of the 

Markerbing vision in the ^reduction Ministry and DHZ are not set up at all 

for these tasks# M^gpite this situation, this form of detailed balancing sdctk 

into rough distribution is being expecjfed from the new offices, ^^^aturally, these 

data 

balances made without the necessar^^ and proper personnel were 

correspondingly far from perfect and completely inadequate, as they 

CCB contained only the estimated value and for the most part distribution 

could not be undertaken , especially becamse in the process of reorganization 

a new distribution was set up which di/^fers substantially from the old 

according to the ^^Lnistries♦ Apart from this^ furthermore difficulties have 

data 

already arisen according to the correct time preparation of the' plan amMUpHton 
for the following planning time period (year) and also at present for this 


period of time there does not exist an orderly specified requirements data 
on the requirements side, but the largest part of the reports contain by far 
only crude evaluations without distribution by assortment, which is 
particularly necessary for a real position on the production side. Since 


the wholesale trade does not issue detailed market analyses for the previous 
time periods, these sensitive gaps cannot be closed, ^'^arket analyses have 
only now just begun. 




xmnmo nmsxismx aqDa mBrmiBn cq HKi m ^ 


fi i l8 a flHa8 CCC9flflC606B686f>8flSS&gCC6iCC60C Until now the delivery plans have only 
signifiMnit meaning and corresponding effect T^en they are being worked out 


for the Plan positions quarterly for the main part by the offices, Tte respe ctive 


/ 


liEf 


order system is set up according to the order of the dnliveiy and the supcl^/lng 
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of certain product groups » 

44i, 


quotas and ^j^^hlch requ'renont group fir^ 




non^-qmota 


products i|i^ receivejiiB^ material, in what quantity’ and from whom. In tlvis 
framework the real delivery contracts are contracted for the internal consumption 
between the ordering firms and delivery firms according to a monthly basis and 
for TTBpr import material birtween the supplying firms and wholesalers on a 
quarterly basis. Substantial difficulties aas a gicx a ricg ack result from the work 
of the delivery plan, since the order situation is often muddled due to the 
oilers not being delivered on time and frequently there is a desire for change, 
which no longer can be considered or will lead to substantial harm to the 
already set-up production timetable. 

Through unforseen events, such as a stoppage in a plant or spotty delivery 

of the imports, gaps appear which cannot be closed, as practically no 

material reserves or capacity reserves are available^ For these reasons the 

delivery plabs must be completely changed and curtailment foUoTJS for the 

least important consumer groups. These problems are scarcely or not at all discussed 

clearly in the report |^and , above all, no concrete way for the improvement of 

the situation si is shown# 

2# The assuring of the supplying of the economy according-to- plan has a 
T , — i significance (even in a negative regard 



the fact that the smaapc DDR yield is based on a monthly date and the 

importing is based only on quarterly dates. Since effective assortment reserves 

gaps 

are not ’present either in the industries or in the wholesale trad^iicEER appearl 
in the supplying as the imports are incontinuousj these gaps cannot be 
practically closed. As for the atmi-aw S h fil^fQ-ind er^ there results also technical 
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shortages for the coxismner; this they cannot anticipate whether they receive 
these certain materials from the DDR or from importing. 

Furthermore the specified ttmorf ia e dateline is placed ahead y therefore^ the 
real demand is not knownj this plays a negative role* For this reason in a 
majority of cases doubtful datelines must be made, which later differ from 
the actual orders of the consumers, new gaps in the jsupply show up again. 

Moreover because of this a surplus over the jolaba plan level appears , since 
the imported goods which did not correspond to demand must be stored and must 
remain unproductive for a long time until th^ are needed further* 

The report does not touch upon this aspect. The reason for this is that no one 
in the foreign trade field Tm.ll handle this because of kxxsisx Rau*s strong 
position* 

3. What good is it to determine which s±acK stock reserves of the wholesale trade 
are xsBPesxcqc adp^wintta y absolutelly necessary and must be built up, if at the 
same time it is not decided as to how this goal in the individual cases is 
to be attained. There are practically no reserves for the bottleneck positions t- 
(for example: the wsxt metallurgical products of fine bar steel, beams, Ilonier 
iron for the building industry, strip steel (Kaltband), aluminum semi-finished 
steel, copper semi-finished steel, transformer sheets etc. ) Furthermore, at 
present the necessary storage and transit facilities are completely lacking 
for the storage of materials* The ner-jr investment program for the Tdiolesale industry 
of about UOO million in maximum cases until 196^ is insufficient, it has 
come much too late and in my opinion as the result of the lack of building 
capacities, steel building capacities ond insufficient number of cran' s, 
etc. is not beinr; realiied at this time for the internal econon;^'-, as previous 

SECRET 
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experiences have shown. 

Real stock reserves can be built up in sufficient amounts for the improvement 
of the supply orOy if in the planning from time to time the bottleneck material 
is reduced for certain consumer groups or an increase over the exact demand plan 
in importing is made possible. For political reasons the first uay is not 
used and foreign curries are lacking for the second. 
ll. Labor Shortage and Unqualified Officials in the Ifeolesale Industry. Tln.s situation 
has not improved as so many in tliis field have performed so poorly in the 
past. The labor market has no reserves because of the retention of the 
lOdocnoatibSKr anomolously liigh unproductive admi’xLstrative expense , as is 
typical in the planned Communistic economy. Moreover the trade pays poorly, 
consequently all the people aiJa for industry. 

The present Ordering aystem and the narroxi-minded interpretation of the 
Contract Court. Although the necessaiy conditiontf are not given, there 
is a further basi^ shortage about -which not one word is ^rritten in the 
report. The existing arrangmonts f or the de?-iver^" and supplying of the 
respective product groups in need of great change, particularly 

those that concern metallurgical materials. For a year an attempt has been 
made to come up -tiith something better in the field of si2± riietallurgical 
products. Tills failed because of the special desires of the foreign 
trade industiy for importing and the consumer for the shortest delivr^ry 
ttae possible. At present help is fouhd in the Nc?tional ^'^etal Office, in 
contrast to the proper legal regulation with the approval of the '^^ational 
Planning Commission through the dir^'cted dena-nd inquiri s according to an 
extensive assortment man nomenclature^ which are to be submi-tted quaid-erly 
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for the proper quart3grlly order dates from the orders, in order to 
complete at the right time the delivery plans which contain practically 
the pi'oductive plan for the manufacturing firms • Tliis malces for double 
work for the order er as well as for the office# ^cyond that pending; 
corre^ions etc# 

Also, moreover by this obedient in the metallurgical industr;^^, the 
of 

correct arrangement the import ±X3C side must be dealt with as 
a particular complex or again it id.ll result in supply difficulties. 

It is solely to carry ou± the the balancing' git the same tliic of the 
DDR production with the imports according; to the real d emand in order 
to accrue the best possible yield sources as well as to utilize to 
the best advantage the material economically# 

6. The Work of the Bezirks in the material economy area is absolutely 
inadequate. This is not the fault of the beziEks but is the fault 
for the most part of the much too complicated system and the many confusions 
contained therin. Moreover no Tgy ^ ktitIc i ff exports are at hand and the necessary 
worj^ing apparatus must first be built up, 

7# I^or the import side of the econorry, completely new order dates have 
been made recently for the wholesale tr^ade vis a vis the foreign trade 
industry, which realized the imports up to the limit. The wholesale offices^ 
which has the responsibility of dev^oping the importing side from the 
border to the end consumer, must submit already the final specifications 
to the foreign trade office for imports of thv metallurgical products ( wliich 
make up about a third of the impoi-bs for the internal consumption) from the 
soci-nlistic area up to September l^th of the previous year for the follox-jinr* 

Mm. 
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first hslf of the next year, and on the fifteen 6f November for the 
rest of the follo\d.ng year. Since for these dates there is still not 
available any kind of real demand data on the consumer side, the 
National fetal Office must make up doubtful specifications xd-thout 
any actual market analyses, Respite serious objections 
from the offices, the ^'^ational Planning Gorarjission agreed and approved 
these new dates despite the Russian pressures. The supply difficulties 
resulting from this shall if at possible, be bridged over by corresponding 
imports from the capitalistic world, for the relatively short term 
order dates. Only in a very limited -i-jay does this work out, since the 
import volume from the West is much too small and for further imports 


foreign currencies are lacld.ng. 


this situation is 


50X1 -HUM 


already working out most unfavorably for the second half of 19^9 and 


particularly serious difficulties are resulting in the bottleneck 


positions of fine bar steel, alloy sheets, aluminum profile, bands. 


rods and half- finished copper. 


8, The present Structure of the Ti/holesale Offices is still very poor. 

In particular, there is no kind of orderly separation of the highest 
from 

duties fjsx the pure trade duties. On the trade side this refers to 


the sales office vis a vis the consumers on the greatest decisions «as 
binding administrative actions^ this the National Gontract Court must 
recognize although it is the same office. From this peculiar situation^ 
currently to the disadvantage of the consumer# Of course, there 
are further inadequacies in the organization of the offices which refer 

SECRET 
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to the balancing and the esq^ort trade and especially for the worldLng 

for 


oflt of the orders 


xf the orders# 


the delivery plans and developibg 


in the Zone the area of 50X1 -HUM 


the material supply is the major bottleneck and to date no method for 
achieving real improvements has succeeded# In every firm the problems 
and difficulties play the most important role <ind currently almost 
the entire adminc^strative apparatus is employed only to solve this 
problem* The head officials of the firms are themselves continuously 
on the job seeking to overcome the bottlenecks through personal 


negotiations* 


the meqsuros now set up by the government for the 


improvement of the work in this field ^'jill br5.nf': about no essential 
progress , since they approach the aspects of the problem too 
superficially and too cautiously and^ above all ^ give too little 
attention to the material side* The failure in the Plan of Action are 
formed within and are being clung to for reasons already given^ and 
the real shortages and deficiencies are not being dealt > 7 ith clearly 
and uncompromisingly in full scope# 


50X1 -HUM 
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